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Abstract 
This paper presents the multinational companies investments distribution in Central and Eastern European Union. The 
study covers the Central and Estern EU-11 regions (Bulgaria, Croatia, Czech Republic, Estonia, Hungary, Latvia, 
Lithuania, Poland, Romania, Slovakia and Slovenia) and show the main top ten sectors of projects in the world and 
the number of projects recorded in EU-11, the number of companies/investors and the number of job creation by 
country of destination. The company become multinational and undertake foreign activities as a result of three sources 
of advantages: Ownership advantages (O) are basic to explaining the existence of MNCs, Location advantages (L) are 
specific to certain locations which may also be in the home country and in the host country, Internalization advantages 
(I) seen as the most important, MNCS combining international dimension of their work with common and unified 
coordination of these activities. The MNCs investments in these countries are supporting by a number of advantages: 
a skilled and inexpensive work force, most of them has a tax system favourable to investment and a strategic position 
in Europe and government measures motivate foreign investments.  
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1. Introduction 
In 2013, increasingly, multinational companies (MNCs) from developing economies are acquiring foreign affiliates 
from developed countries in the developing world. Foreign direct investment (FDI) from developing-country MNCs 
and transition-country MNCs accounted for 39 per cent of global FDI outflows, compared with only 12 per cent at the 
beginning of the 2000s1. Since 1990s, most countries are adopting a liberalization of foreign direct investment policy. 
For example, between 1991 and 1996, 95 per cent of the 599 changes on FDI national regulations in the world were 
made towards progressive liberalization. This trend was particularly important for investment in services, especially 
for financial ones, where foreign companies are confronted with a different national restriction above. MNCs moved 
from horizontal to vertical investment strategy, with extensive global outsourcing, where global production process 
were integrated and streamlined. Corporate strategies had a key influence on the geographical distribution of services 
and industry in the global economy. In the 90s of the last century, only few economies were outside the influence of 
MNCs and global production networks. Currently, all regions of the world are, into more or less, both origin and 
receivers for MNCs and their foreign subsidiaries. The location of FDI assumes particular importance in terms of the 
link between multinationality at the company level2.
MNCs are influencing the economic growth factors by their contribution to capital formation in hard and soft 
technology transfer, human resource development (HRD), international trade expansion and economic growth in the 
long term. Although it is possible to identify a separate contribution, individual, it is significant that all these factors 
are acting conjugate. For this reason, assess overall contribution of MNCs to economic growth of a country must take 
into account not only the direct factor of each factor separately, but also the implications of interactions between these 
factors. In addition, the interrelations with the host country's national economy stimulate growth occurs. Transfer of 
technology (technical and managerial procedures) is broadcast in time in the rest of the economy. Developing 
countries are beginning to approach developed countries in terms of shares of world trade, FDI and technological 
dominance3. 
2. MNCs investments 
The decision of a company to become a multinational, according to the Ownership, Location and Internalization 
(OLI or eclectic) developed by John Dunning in 1977, depend on these three different sources of advantages4.
Ownership advantages (O) are in the possession or ownership of assets capacity that are not available to other company 
in the market. They can be tangible and intangible. For example: product or technology licensing, know how, patents,
management system, superior organizational culture, marketing techniques, trademarks or brand and experience 
negotiable. Ownership advantages are basic factors to explaining the existence of MNCs. Location advantages (L) are 
specific to certain locations which may also be in the home country and in the host country. They are available to all 
companies equally or may be owned by foreign companies only through combination with a local company: inputs 
endowment, inputs cost, labor productivity, energy and communications infrastructure cost, facilities granted or
imposed barriers, similarities/differences culture. To explain why companies are choosing to locate abroad we must 
take into consideration the difference between horizontal and vertical FDI. We speak about horizontal FDI, when a 
company improves its markets access abroad for foreign consumers and about vertical FDI when a company explores 
the low production costs abroad5. Internalization advantages (I) is often seen as the most important, linked to 
hierarchical control extended across borders, multinational companies combining international dimension of their 
work with common and unified coordination of these activities: avoid negotiating costs and partners search, avoid 
losses due to an inefficient partner and keeping reputation, avoid contractual disputes; avoidance/exploitation 
authorities intervention by tariff and non-tariff barriers (TBs & NTBs), uncertainty reducing among companies and 
buyers, unit control distribution and the possibility of using transfer pricing or internal grants. The localization analysis 
of MNCs has become increasingly important for the international business literature. The location choice of   MNCs 
foreign affiliates are depending on the country or region of the foreign investors. The probability of the location of a 
representative R&D foreign affiliate in an EU region increases with agglomeration economies from foreign R&D 
activities and the region`s knowledge base measured by human capital, proximity to centers of research excellence, 
research and innovation capacity6. 
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Data come from fDi Markets database, a part of the fDi Intelligence portfolio of investment products and services, 
a division of the Financial Times, launched in 2003. Table 1 presents the distribution of the projects by top ten sectors 
showing that the top four sector in the world are Software & IT Services, Business Services, Textiles and Financial 
Services, followed by Communications, Industrial Machinery, Equipment &Tools, Consumer Products, Food  & 
Tobacco, Transportation and Automotive Components.  
Table1. Top ten sectors by number of projects 
Sectors No of projects % of total 
Software & IT Services
Business Services
Textiles
Financial Services
Communications
Industrial Machinery, Equipment and Tools
Consumer Products
Food & Tobacco
Transportation
3,475
2,562
2,362
2,091
1,543
1,504
1,295
1,244
1.180
20.44
15.07
13.89
12.30
9.07
8.85
7.62
7.32
6.94
Automotive Components
Total top 10 sectors
926
17,003
5.45
100
Source: Author elaboration on fDi Markets data, 2013-1014
3. MNCs location choice for investments: the Central and Eastern EU 
The study covers the Central and Estern EU-11 regions (Bulgaria, Croatia, Czech Republic, Estonia, Hungary, 
Latvia, Lithuania, Poland, Romania, Slovakia and Slovenia), data come from fDi Markets database. From the top ten 
sectors by number of projects in the last two years, the main important sectors for the Central and Estern EU-11 
regions are Transportation, Communications and Financial Services7.
Table2. Number of projects recorded  in Central and Eastern EU by country of destination 
Country Projects % of total 
Poland
Romania
Czech Republic
Hungary
Bulgaria
Slovakia
Lithuania
Croatia 
Latvia
434
358
207
156
102
89
84
60
34
27.49
22.67
13.11
9.88
6.46
5.64
5.32
3.80
2.15
Estonia 31 1.96
Slovenia
Total EU-11
24
1240
1.52
100.00
Source: Author elaboration on fDi Markets data, 2013-1014
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Table 2 presents the distribution of the projects recorded by country of destination showing that the top three 
country in Central and Eastern European Union are Poland, Romania and Czech Republic, followed by Hungary, 
Bulgaria, Slovakia, Baltic countries: Lithuania, Latvia and Estonia, by the most recently country joined the EU –
Croatia, and by Slovenia.  
Foreign locations choices by multinational companies presents it`s made trough three investment strategies: firstly,
it may use only Greenfield investment, secondly investment based only on acquired subsidiaries and thirdly, a 
combination on Greenfield investments and acquired subsidiaries investments8.
According to the UNCTAD 2014 World Investment Report, Poland ranks 14 in MNCs top prospective host 
economies for 2014-2016. On Greenfield investment distribution in EU countries concluded by transition-economy 
MNCs, cumulative 1990-2013 and 2003-2013, Poland holds 9 per cent, Romania  6 per cent, Lithuania  5 per cent, 
Hungary 4 per cent and Latvia 3 per cent from total value.  
Table 3 presents the distribution of the companies/ investors by country of destination outlined the top four 
countries in Central and Eastern European Union: Poland, Romania, Czech Republic and Hungary.  Czech Republic 
has the greatest advantage of the EU-11 region – are situated in the heart of Central Europe. With a strategic location, 
a competitive infrastructure an educated work-force, a developed real estate market and a Czech Invests support, 
Czech Republic is one of the most attractive countries for MNCs investments.  Romania has a large domestic market, 
a skilled and expensive workforce, with a bad quality of infrastructure and a significant corruption. The Czech 
Republic is one of the main investors in Romania: the company CEZ has install in this country, near the Black Sea, 
the largest park of wind turbines from Europe. Hungary has a tax system favorable to investment and a strategic 
position - a bridgehead between Eastern and Western Europe, a high quality of infrastructure and work force and the 
new taxes advantage domestic companies. Bulgaria is the country with the lowest tax rates in the area (favors the 
investors), a skilled and cheap workforce and a high level of corruption and bureaucracy. Slovakia has a strategic 
position – is situated in the center of Europe, a qualified workforce, a bad infrastructure with no access to the sea and 
high energy costs. Lithuania and Latvia has a diversified economy with a skilled and inexpensive work force and low 
taxes. Latvia has a strategic geographical location – access to Russia, and Estonia - a crossroads between Russia and 
Europe. In terms of infrastructure Baltic countries are captive nation, the railways are going to East and the electrical 
networks are linked to Russia. In Central and Eastern Europe, Estonia has a strong economy is one of most attractive 
location with a pro-business attitude of the legislative framework for MNCs investments. Croatia is an open country 
to foreign investments, especially, attractive for online trading market investors with a multilingual workforce and a
good quality infrastructure and. Slovenia is located in center of Europe, open to foreign investments, with high quality 
of workforce and infrastructure. MNCs investments prefer location with favorable conditions and lower taxes on 
labor9.
Table3. Number of companies/investors in Central and Eastern EU by country of destination 
Country Companies/investors % of total 
Poland
Romania
Czech Republic
Hungary
Slovakia
Bulgaria 
Lithuania
Croatia 
Latvia
339
241
159
140
79
75
75
53
29
27.34
19.44
12.82
11.29
6.37
6.05
6.05
4.27
2.34
Estonia 27 2.18
Slovenia
Total EU-11
23
1240
1.85
100.00
            Source: Author elaboration on fDi Markets data, 2013-1014
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Table4. Number of job creation in Central and Eastern EU by country of destination 
Country Job creation % of total 
Poland
Romania
Czech Republic
Hungary
Slovakia
Bulgaria 
Lithuania
Croatia 
Slovenia
84,041
78,678
34,758
23,296
16,797
13,820
7,703
5,021
2,560
30.94
28.97
12.79
8.57
6.18
5.08
2.83
1.84
0.94
Estonia 2,500 0.92
Latvia
Total EU-11
2,395
271,569
0.88
100.00
Source: Author elaboration on fDi Markets data, 2013-1014
Table 4 presents the number of job creation by country of destination showing that the top four country in Central 
and Eastern European Union are Poland, Romania, Czech Republic and Hungary followed by Slovakia, Bulgaria, the 
Baltic`s, Croatia and Slovenia. A large domestic market continues to be a powerful magnet for investors, but also, 
multinational companies serving the global market are increasingly more interested in existence of an adequate 
infrastructure, an educated workforce, innovative capacities, with a medium where there are efficient suppliers, 
competitors, research institutes etc. In addition, they may be interested in acquiring assets created that characterize 
competitive companies in the host country, which may result in the restructuring of these companies. The existence 
of cheap labor remains a source of competitive advantage, but its relevance is diminishing, since not provide a strong 
foundation for sustainable growth. In the global world, multinational companies have access to a skills and advanced 
knowledge workforce, being able to transfer them to foreign subsidiaries trough experts and training activities. The 
new organizational practices, management techniques, adaptive skills may increase the competitive advantages of 
companies, supporting employment developments in the context of economic and technological environment 
development. International production generates employment opportunities, which are particularly relevant in those 
host countries with a high unemployment rates, an example is Romania, where FDI was oriented to manufacturing, 
trade, financial intermediation and insurance10. In recent years increased the number of employees in subsidiaries of 
multinational companies, this trend is more pronounced in subsidiaries in developing countries. 
Many economists argue that the source of job creation in the economy is rooted in the combination of 
macroeconomic policies the nation has chosen, the rate of productivity growth and the availability of resources11. 
European efforts are significant for economic recovery, but these process dynamics began to experience a slowdown 
in early 2014, thanks to economic crisis which broke a social crisis that we are going through in present and the slow 
recovery frustrates efforts to reduce high levels of unemployment. Even if the current slowdown is explained by the 
global economic environment, there are a number of internal factors that prevent development accelerating in the EU, 
because there are large differences between Member States. Further, economic development is hindered by financial 
markets fragmentation following the financial and sovereign debt crisis, the need to reduce debt enterprises, 
households and public debt, incomplete adjustment of macroeconomic imbalances and confidence 
weakened as a result of uncertainty about the economic outlook and commitment to implement structural and 
institutional reforms. Increase rate of productivity low, low levels of investment and high rate of structural 
unemployment limited Europe's growth prospects12. 
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4. Conclusions 
This article has examined the MNCs investments in Central and Eastern European Union, outlined the distribution 
of the projects recorded, companies/ investors by country of destination and the number of job creation on this EU-11 
countries. This article explored the reason that a MNC choice to invest in these countries – many of them has a strategic 
geographical position, others has a tax system favorable to investment, a high quality infrastructure and work force. 
For all Central and Eastern EU governments is a priority to attract foreign direct investments - governments are taking 
measures to motivate attractiveness to foreign investors. Between governments and key investors must be a strategic 
cooperation agreement. 
Further investigation revealed that localization decisions of MNCs in Central and Eastern EU are influenced by the 
local socio-institutional factors. The location advantages are very important to the MNCs investments – market size 
(GP), wage rate (W), education (EDU), unemployment rate (U), tax rate (TAX), industrial agglomeration (LQ), 
infrastructure (INFR) and familiarity (FAM) are basic factors in the analysis of multinational location determinants. 
The expected effect of location determinants and how this factors influence the choice of location, if any, is an 
interesting research questions that awaits future research.  
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